LIJM2 APPROVAL SHEET

Approval Sheet shouid be used 10 approve Eoron’s paracipagon o any ransactons mvoiving LM Cayman LP (“LIM1™) or
L2 Co-invesaneat, L.P. (“LIM27). LIMI and LIM2 will collecavely be referred 10 as “LIM™. Thus Approval Shezt is 1n addinon
to (oot in lieu of) any other Enron approvals that may be requred.

GENERAL

Deal name: Fishuail

Date Approval Sheet completad: December 18. 2000

Enron persoa cornplenng this form: Nicole Alvino

Expected closing date: Decamber (9, 2000

Business Unit: Enroan Corp.

Business Unit Originator: Barry Schnapper

This transaction relates 0 OLIM! and/or SILIM2. )

This wansacdon is [ a sale by Enron DOa purchase by Enron [Ja co-sale with Enron Qa co-purchase with Enron and/or
Bother: formation of 2 Joint Vennure (Fisheail).

Person(s) negodating for Enron: Ban—y Schnapper

Person(s) negotiaung for LIM: Michael Hinds

Legal counsel for Enron: Vinson & Elkins .
Legal counsel for LIM: Kirkland & Ellis

DEAL DESCRIPTION

™ -ail LLC is an off-balance sheet parmership formed by a conveyance of the economic benefits associated with the Pulp and Paper
. v .ess by ENA and a $50MM commitment by Annapurna LLC, a special purpose entity. Anndpurna is capitalized with SSMM
equiry from LM and a $42MM revolver from Chase which matures on June 30, Z001. In exchange for its conveyance, ENA receives
a Class A and Class C interest. The Class A is the managing member interest, and the Class C represents 79.99% economics.
Annapurna, with LJM as its managing member, receives 20% of the economics and the right to remove Enron as the managing
member without cause.

TRANSACTION SUMMARY

LIM2 will set up a whally owned, bankruptcy remote entity, LIM2 - Ampato LLC. LIM2 - Ampato LLC will purchase 100% of
the equity of Anpapurna for $8 million. Enron will set up Fishtail LLC with Class A, B and C interests. The Class A interest is the
managing member wnterest. The Class B interest receives:

e Libor -~ 7% on its entire cormumiment (S50 million)

*  20% ownershup of the Business, :

*  at any tme, the ability to appoint. without cause, two members to 2 4 member board of directors which will control

Fishrail,

* - after six months, the ability to sell all of the vehicie's interests, including the Class A and C interests,

* consent nghts for any refinancing of Fishrail's mterests. .
The Class C interest will recsive ail cash flows after expenses of Fishuil, tax diswibutons for any unrealized income allocated to
Annapurna, Annapurna ‘s preferred rerurn of Libor - 7% and any capial contrioution above the inidal S8 muilion.

Enron will convey and mansfer the Business to Fishtail for a term of five vears. With LIM2’s equiry and Chase's commuoment
Annapurna will conmibute S8 mullion and make a $42 million capitai cqmmimmest 1© Fishtaui.
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Annapurna will cnter into a services agreerment with Zaroo that effecavely swezps the excess of aay ailocanon fore Fishoil o
Annapurna over the amount necessary (0 sansfy Annapurna’s expenses. @x disqibupons for any unrcalized income allocated 1o
inapurna. Chase’s comrniament fes or yieid on dedt and LIM2's 15% return.

Servemy Ageemen)

Gives Enron diffarence between
Livor = 7% on S50 muihion and:
*ANN2PUITZ EXPETIST

-Tax distmbuuons

*Interest and Fees on Deot

~15% rewrn an M2 s investment

30% ownership, Class A Managing Member
Class C remdusl meevest

Fishtail LLC

3 ihon. 342 muil A ‘Y Class B Preiered Shares, 20% ownership
$50 million wai | L = 7% on toai ol $50 muil

" Puip and Paper busimess. S200MM veiue

100% detx. IT% oal A | 15 bpsonandrawn  100% Equuy, 3% ot , | $100.000 fee
542 MM Commmuinent | 'V Le2% if drawn SEMM | ¥ 15% rerum on invesgment

hally owied.

ECONOMICS

Annapurna receives 2 preferred disgibution equal to L+7% annually on its S50MM commignent. As the adminisragve services agent
for Annapurna, ENA can sweep any cash in excess LJM's agreed upon rerurn and Chase's revolver fees. The first $200MM of net
realized losses from the Pulp and Paper business is allocated to ENA, and then to Annapwrna unal! its.capital account is exnngushed.

ISSUES CHECKLIST

1. Sale Options
a. If this wansacrion is a sale of an asset by Earon, which of the following options were considered and rejected:
OCondor CUJEDII O Third Party  ODirect Sale. Please explain: Not a sale of an asset by Enron

b. "Will this mansaction be the most beneficial alternative to Enron? ®Yes CONo. If no, please sxplain:

(2]

Were any other bids/offers reczived in connection with this ransaction? OYes ©&No. Please explain: Smucnured
deconsolidation ransacrion

1 Prior Obligadons

‘a. Does this ransaction involve 2 Qualified [nvestment (as defined in the JEDI Il parmershup agreement)? OYes &No. If
2 ves, piease explain how this 1ssue was resolved: . .

b. Was this gansaction required to be offered to any other Enron affiliate or other party pursuant {0 a conmactual or other
obiiganon? QYes  &No. If ves. piease sxplain:

bR Terzis of Transaction
2. What are the benefits { financiai and otherwise) 1o Earon mn &tu.s mansacdon? OCash flow OEarmings
AOrther: Provide potental liquidiry for a comrmodity sk management business.

5. Was this Tansaction done smicty on an arm 's-length basis? @Yes ONo. If no. picase sxplain:
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¢. Was Enron advised by any thurd party that thus Tansacdon was not {aw. from a financial perspecave. to Earon?
OYes &ENo. If yves, picase explam:

d  Areall LM expenses and out-of-pocket costs (including legal fess) bemng paid by LIM? OY=s &No. If oo, s
this market standard or has the economic umpact of paving any expenses and out-of-pocke? costs been sonsidered when
responding to items 1.b. and 3.b. above? HAYes ONo.

Compliancs

a. Wil this ransacnon require disclosure as a Certain Transacaon in Enron’s proxy statement? EYss [ONe.

b. Will this wansacaon result in any compensation (as defined Dy the proxy ruies) being paid 0 any Earon emploves?
QYes ENo. :

¢. Have all Enron emplovees’ involvemnent in this mansacton on behaif of LIM been waived by Enron’s Office of the
Chairman in accordance with Earon’s Conduct of Business Affairs Policy? BYes 0ONo.  If no, please explam:

d. Was this ansaction reviewed and approved by Enron’s Chief Accounting Officer? EYes ONo.

=

Was this transaction reviewed and approved by Earon’s Chief Risk Officer? HAYes ONo.

Has the Audit Commintee of the Enron Corp. Board of Directors reviewed all Enron/IJM wansactions within the past
twelve months? BYes ONo. Have all recommendanons of the Audit Comruttes reladng to Earon/LM mansactions
been raken into account in this ransacdon? HYes ONa. :
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JPROVALS
Business Unit
Business Unit Legal
Enroa Corp. Legal
Giobal Financs Legal
RAC
Accountng

Executive
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